Poland 
Introduction
One of the national interests, pursuant to Article 5 of the Constitution of the Republic of Poland (OJ 1997 no. 78 item 483) , is to 'ensure balanced and sustainable development of the social and economic potential of the state, paying special attention to the protection of the natural environment and living conditions and the life and health of the population as the basis of existence." (The strategy of national security of the Republic of Poland, 2014) Furthermore, macro-priorities of the economic security in the National Program "Foresight Poland 2020" are as follows: the financial system in Poland, structural changes -sectoral and ownership-related in the Polish economy, development and use of human resources, technological gaps, availability and use of mineral raw materials with particular regard to energy resources (Results of the Foresight Poland 2020 . The mobile and active social potential and competitive and innovative economic potential are important factors of the economic growth. Unfortunately, the ageing of the Polish society, rapidly growing demographic crisis, the rising migration (mainly of economic nature), irrelevance of the education system to the needs of the labor market, the level of life and income of citizens, the access to goods and services constitute a serious threat to the economic security of Poland and result in an increased burden on public finance. At the same time, it requires implementation of reforms in the public finance system due to the emergence and build-up of new categories of public expenditure. The effect of failure to perform those actions may be the reduction of the economic growth rate and security of the national public finance.
Financial risks include revenues and expenditure of the state, too high a level of indebtedness, economic crime, money laundering, tax evasion, instability of economy in the event of economic crises. The subset of financial risks that are crucial for the possibility to ensure economic security of the country may be extended in the future. In the absence of financial risks, any state may fulfil its basic functions, despite the presence of external interference or due to the business cycles. It is therefore necessary to provide essential goods for ensuring economic security in financial terms, i.e. financial resources to fulfil the basic functions of the state. The possibility of implementing the obligations of the state depends on the reasonable level of indebtedness. Failure to maintain the proper level of indebtedness results in a loss of capacity to meet the obligations and the impossibility to provide debt servicing. This creates the risk of the country's insolvency. Moreover, the reduction of the inflow of foreign capital may result in a significant reduction in investments and the pace of economic development. A lower level of GDP, investment opportunities and emergency operations involving the renegotiation of debt, clearly indicate the violation of the level of indebtedness, which prevents the settlement of obligations. This is a serious economic threat of financial nature. In this situation, the authorities may conclude an agreement with banks on postponement of credit payments. (Księżopolski 2011, pp.42-45) The financial security of the state is possible when balancing public finance in the medium term. Furthermore, it requires adaptation of tasks intended for financial institutions to modern threats and reinforcement of supervision over financial institutions. To this end, it is necessary to: improve the state of public finance, increase savings and investment, enable expansion of domestic manufacturers on foreign markets, increase innovativeness, ensure development based on knowledge and also create a favorable investment climate and environment for entrepreneurs by improving legal, financial and organizational conditions. These actions should positively affect the competitiveness of the economy and prevent economic risks. Therefore, the strategic objective in the field of economic security (resulting from national interests) is e.g. the financial stability of the state.
The aim of this article is to present the state of public finances in Poland in the years 2007-2016 as one of the elements that constitute the financial security of the country. There were attempts to assess the stability of the financial policy of the central authorities as well as the level of financial security. In particular, the risk of possible underestimation of the official debt must be taken into account, which may result in the risk to the financial security of Poland.
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The analysis of the revenue and expenditure of the public finance sector budget
The state budget in accordance with Article 219 (1) of the Constitution of the Republic of Poland (OJ 1997 no. 78 item 483) is the annual financial plan. It is the basis of the state's financial economy management. It includes a detailed statement of revenue and expenditure and income and expenditure of public authorities, including government administration bodies, control and law enforcement authorities, courts and tribunals. It is adopted in the form of a budget law for a financial year. The analysis of revenue and expenditure of the state budget does not, however, give the full picture of the state finances as it covers only a small portion of public revenue and expenditure. The reason for this is that the overwhelming majority of budget revenues comes from entities outside the public finance sector and in the expenditure of the state budget transfers to other units of the public finance sector predominate.
In accordance with Article 9 of the law on public finance, the sector of public finance is constituted by: "public authorities, including government administration bodies, state control and law enforcement authorities and courts and tribunals, local self-government units and associations thereof, metropolitan associations, budgetary units, local government budgetary establishments, executive agencies, institutions of budgetary economy, state special purpose funds, Social Insurance Company and the Funds managed by it, and the Agricultural Social Insurance Fund with its subsidiary funds managed by the President of the Agricultural Social Insurance Fund, the National Health Fund, individual public health care units, public universities, Polish Academy of Sciences and its organizational units, state and local government institutions of culture, other national or local government legal persons established on the basis of separate acts to perform public tasks, excluding enterprises, research institutes, banks and companies of commercial law." (OJ 2017 Item 2077 .
Therefore, for a comprehensive analysis of the state of public finance and to assess the effectiveness of public funds management, one should analyze the phenomena occurring in the entire sector of public finance. 
Source: own calculations of the Supreme Chamber of Control (NIK) based on the data provided by the
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The public revenue/Gross Domestic Product (GDP) ratio in the years 2007-2016 was close to the long-term average. The year 2007 was the beginning of the previous financial perspective of the European Union and the last one preceding the global economic crisis.
In 2007 the ratio of tax revenues to GDP amounted to 22%. In 2008, the total size of tax revenues in Poland decreased due to the decline in the receipts from indirect tax and a drop in corporate income tax receipts. Also, a growth of public revenue and expenditure in absolute terms and an increase in the public finance sector deficit /GDP ratio were visible. This was a result of the reduction in the public revenue/GDP ratio and the growth of the public expenditure/GDP ratio. The lowest level of tax revenues was observed in 2013 (18.5%). At the same time continuous GDP growth was visible in this period. Lower tax revenues pertained to indirect taxes and personal income tax (PIT) and (especially) corporate income tax (CIT).
The highest growth rate of revenue could be seen in 2011 (an increase by 11.4% as compared to the previous year). While the highest increase in expenditure occurred in 2008 (10.1%) during the world financial and economic crisis. This means that in years 2008-2010 public revenues grew slower than GDP, whereas public expenditure increased faster. In Poland, the ratio of tax revenues to GDP in the years 2009-2011 decreased by more than 19% of GDP, in 2014 -by 18.6% of GDP and in 2015 -18,2% of GDP, respectively. In 2016, there was an increase in relation to the value of 2015 by 0.5 percentage points. This was due to the higher receipts from personal income tax. Also, the situation on the labor market improved. The receipts from the national non-tax revenues were also at the highest level (16.8%). However, the ratio of total public revenues to GDP decreased to 37.7% (the level of 2011).
Poland, from its accession to the European Union onwards, used the European funds, which improved the financial situation of the state. During the period considered, the average size of public revenues from foreign sources rose to 3.0% of GDP. The highest inflow of funds was reported in 2013 (4,4% of GDP). In the period of the economic crisis, the use of revenues of the European funds budget enabled maintenance of the public revenue level on a similar level as before the crisis. From 2014, the receipts from the EU budget declined. This is due to the completion in 2015 of the implementation of projects from the previous financial perspective of the European Union.
In 2016, tax revenues increased to 18,7 % of GDP and the national non-tax revenue rose to 16,8 % of GDP. Nevertheless, the total revenue decreased due to significantly lower cash inflows from the EU and other programs of non-repayable aid. They reached the lowest level (2.2% of GDP).
The average expenditure of public finance sector /GDP ratio in the years 2007-2016 was 41,9%. Since 2008 the deficits have shown their positive nature in stabilizing the economy. However, it should be noted that the provisions adopted in the European Union aim to reduce an increase of public deficits.
The highest level of expenditure for the public finance sector in Poland was reported in 2010 (44% of GDP), then the expenditure of the public finance sector in relation to GDP decreased constantly. It achieved its lowest level in 2015 -731,8 billion zlotys (40.9% of GDP) and it was comparable to the result of 2007 (40.7% of GDP).
The expenditure/GDP ratio is low in relation to that of other Member States of the European Union and the asset-related expenditure exceeds the expenditure in the majority of member states of the European Union. Poland also managed to maintain an advantage over other members of the European Union in terms of gross capital formation of the general government sector in relation to GDP which amounted to 4.4% of GDP, while the EU average was 2.9% of GDP. The difference resulted mainly from the "catching up" process relating to the deficiencies in the technical infrastructure or improvement of its poor status. In 2015, higher capital accumulation was observed in Hungary (6.7% of GDP), Bulgaria (6.3% of GDP), Slovakia (6.2%), in the Czech Republic and Estonia (5,3 % of GDP), Romania and Slovenia (5.1%), in Latvia (4.4%). As compared to Poland, from among the countries of Central-Eastern Europe, the situation was worse in Lithuania and in Croatia only (NIK 2016) .
A large share of current expenditure in total public expenditure of the public finance sector is maintained. With visible growth from 2011 and simultaneous decline of the share of asset-related expenditure (especially those that serve to fund own activities) The participation of grants for the current tasks and investment in expenditure, overall subsidy and benefits for individuals is increasing. The participation of the contributions to the EU budget (on average 2,4%) in public expenditure remained unchanged, which meant that Poland received more funds under the non-returnable foreign aid 1 than it actually paid in. (NIK 2015, p. 254-255) Since 2012, the expenditure of the public finance sector in relation to GDP has decreased, although in absolute terms it has grown. In 2013 the expenditure/GDP ratio grew slower than revenue, which improved the financial result. Unfortunately, this meant a low increase in the asset-related expenditure. Public expenditure and investments decreased significantly.
In 2014 the public finance sector increased its investment expenditure by 15.8% in relation to 2013 (to over 80 billion zlotys). It did not involve any increase of revenues from foreign sources (a decrease by 2 billion zlotys). The investments were covered by national funds. Reduction of the current expenditure made it possible to improve the public expenditure/GDP ratio. The costs of public debt servicing as well as grants and subsidies and contributions to the EU budget decreased.
In 2015 the expenditure of the public finance sector amounted to 731,8 billion zlotys, i.e. 40.9% of GDP. 2007 was the last time such a low ratio of public expenditure to GDP was noted. The average ratio of public expenditure to GDP was 42,1 % of GDP in the last decade. As far as the asset-related expenditure in relation to GDP did not deviate significantly in 2015 from the average value for the last ten years, the level of current expenditure was, in relation to GDP, the lowest since at least a dozen or so years. This was possible not only because of the reduction of expenditure on the public debt servicing, but also because of the decrease in expenditure classified within a very capacious group called "other expenditure" in which the Minister of Finance includes inter alia the expenditure on current activity of public finance sector units.
In 2016 they amounted to 747,9 billion zlotys (40.4% of GDP). This decrease was due to the reduction of the asset -related expenditure by 28,7 billion zlotys. At the same time, the current expenditure increased nominally and in relation to GDP. In Poland, the scale of social transfers (e.g. Family 500+ program) was increased to its highest level since 2005 (17.2% of GDP). In the EU, the average is 21.0% of GDP and a higher redistribution concerns the countries with high national income.
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Debt and deficit of the public finance sector in Poland
In accordance with Article 7 paragraph 1 of the law on public finance "a positive difference between public revenue and public expenditure determined for the reference period is the surplus of the public finance sector, whereas such negative difference is a deficit of the public finance sector." (OJ 2017 item 2077) The determination of public revenue and expenditure and the balance of the public finance sector requires elimination of the financial flows between the units of this sector. The budget deficit can be considered a violation of the budget balance, as opposed to the surplus. The latter may be used to pay the liabilities and to lower the public debt. In turn, the adoption of a reference period in national and international studies allows you to separate the problem of budgetary balance from the liquidity of the public finance. One should remember, however, that liquidity management is much more difficult in the event of substantial deficits present in reference periods and eventually such deficits may lead to the occurrence or increase of public debt.
Poland provides information concerning the statistics of general government to Eurostat. This sector includes: "entities of the national economy acting on the principles set out in the law on public finance; entities whose financial system was identified by separate laws and whose primary source of financing are subsidies from the state budget (public colleges, In Poland, since 2008, the sustainability of public finance has deteriorated. Despite the improvement of the economic situation in 2010, the ratio of public finance sector deficit to GDP kept deteriorating by an average of 2 percentage points per year. The public debt and the costs of servicing thereof (which amounted to 2,6 % of GDP) continued to grow whilst the ability to finance public tasks was undermined. . The negative state of public finances was due to major uncertainty associated with the worldwide financial and economic crisis. A marked reduction in revenues from personal income tax, social insurance premiums, revenues from the financial institution sector was observed while at the same time no actions were taken to reduce public expenditure. Increased grants for the Social Insurance Fund and the rapid increase in expenditure, including funds related to assets and local self-government bodies were a problem, too.
In 2010, the public debt exceeded 50% of GDP, whereas the debt-servicing cost exceeded 2.6% of GDP. It was necessary to apply cautionary and rehabilitation procedures. Pursuant to them, for the following year, the Council of Ministers should have adopted a draft budget law in which the state budget deficit/state budget revenues ratio (t+2) would not exceed the ratio of the state budget deficit to state budget revenues from the current year resulting from the budget law (t+1) 1 .
In 2011 the state of public finances improved. The public finance sector deficit amounted to 71,3 billion zlotys, that is 4.6% of GDP. Its reduction was the result of a significant increase in public revenue and the reduction of the growth rate pertaining to public expenditure. The state of public finances did not guarantee the reduction of the general government deficit below 3 % of GDP. In accordance with ESA'95 methodology, the state public debt rose to the level of 56.3% of GDP (Central Statistical Office Department of National Accounts 2011), which meant that another cautionary threshold was exceeded (Article 81 The Act of 22 November 2013 on the amendment of the law on old age pensions and annuities from the Social Insurance Fund changed the pension system implemented under the reform of 1999. The pension system reform in 1999 was intended to improve the stability of the system due to the growing demographic problems in Poland. The public pension system of defined benefits was replaced then with a three-pillar system. The amendment to the law in 2013 increased the importance of the public pillar based on the notional defined contribution system. A part of the assets accumulated in Open Pension Funds (OFE) was transferred to the public pension system. The second pillar based on the capital system lost its universal and mandatory nature. This change resulted in the short-term mitigation of the negative budgetary situation. However, in the long run, it will contribute to the deterioration of the stability of public finances. Benefits obtained due to higher social insurance premiums and lower payments due to interest will be offset by higher pensions paid from the public pension system. This situation is unfavourable and causes an increased risk for the state of public finances in Poland. As a result of the conversion of the state public debt using the average exchange rates of the National Bank of Poland in the year and less free funds for financing public borrowing needs of the state budget in the next financial year, the ratio of public debt to GDP recalculated in 2013 was 52.9%. This resulted in the necessity to adjust expenditure in the budget law for 2015 by 2 percentage points. In turn, in 2014, it was 45%, which enforced the adjustment of expenditure referred to in the budget law in 2016 by 1.5 percentage point and in 2015 it amounted to 47.3%, which requires a correction by 1.5 percentage point to the budget law for 2017.
From January until the end of July 2014, the social security contributions to the second pillar were still being made. They constituted the net cost of the 1999 pension reform, which approximately amounted to 0.4% of GDP and should be the correction of the general government deficit (OJ L 163, 30.6.2015, p. 37 -39) . In 2014, the general government deficit in Poland decreased to the level of 3.2% of GDP and in 2015 2.6% of GDP, respectively. In this period, the deficit of the Member States of the euro zone amounted to 2.4% of GDP and of the European Union was 2.9% of GDP. The general government debt in Poland amounted to 94,2 % of the average of the euro zone, and 88.4 % of the EU average and the deficit adjusted by the costs of the pension reform was similar to the situation in those countries that had not implemented any pension capital fund and to the EU average (Ministry of Finance, 2015).
In 2015 the economic situation in the country improved further. It was exploited for the purpose of limiting the financial imbalances of the state. Improvement of the state of public finances enabled the abolition of the excessive deficit procedure against Poland (OJ L 163, 30.6.2015, p. 37 -39.) Treasury Bonds and other debt securities issued or guaranteed by the State Treasury and OFE was obligated to transfer 130,2 billion zlotys in the form of assets held in portfolios of bonds to the Social Insurance Company, which caused the reduction of Poland's public debt by 9% of GDP. Unfortunately, in the years 2014 and 2015, the public debt increased by almost a full value of the bond redemption. Changes in the pension scheme covered the pension disbursement system. Limitations as to payments into the so-called individual security pension account were introduced. Also, tax incentives in relation to benefits withdrawn from said accounts were implemented; the mandatory capital part (2.92% base 1 ) was reduced, the nature of participation in the system was modified by introducing the principle of voluntary participation and by abolishing the obligation of membership in OFE. The whole reform was aimed to reduce the so-called pension debt, which was partially included into the official debt resulting from the introduction of the defined contribution system. The pension debt 2 was the result of the operation of the notional definedcontribution system -i.e. financing pension liabilities from current contributions. It is not a liability of the State Treasury. It is not shown in the official statistics of the public debt. In turn, OFE are based on the capital system -the pension debt is the sum of liabilities on individual accounts held by system participants. It is therefore non-confidential, and the contribution paid to OFE is not considered as public funds. If the entire pension debt was non-confidential and included in the public debt -there would not be a problem of variations concerning its level in case changes in the financing of the pension system are introduced (Rutecka, 2014, pp.6-7 ) .
From 2015, Poland after correcting the excessive deficit, was subject the preventive function of the Stability and Growth Pact. Also, it is necessary to reduce the structural balance by 0,2 % of GDP in (OJ L 163 of 30.6.2015 , but that would require the continuation of the existing fiscal policy. The analysis of the current fiscal policy points to the risk of deviation from the required adjustment of the balance, which will force the use of supplementary measures. 1176 ,7 1275 ,5 1344 ,5 1445 ,3 1566 ,8 1629 ,4 1656 ,9 1719 ,8 1799 ,4 1858 ,5 1982 
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General government sector deficit -1, 9 -3,7 -7,4 -7,3 -4,8 -3,7 -4,1 -3,6 -2,6 -2,3 -1,7 Government sector -3,0 -3,9 -5,4 -5,9 -4,0 -3,6 -3,7 -2,3 -2,2 -2,5 -3 In 2016, further improvement in the economic situation in the country could be observed. The economic growth rate was lower than in 2015, but higher than in most of the Member States of the European Union. Nevertheless, in Poland, as compared to the European Union in 2016, the general government sector deficit amounted to 2.4%. The expenditure on the implementation of investment tasks was lower with simultaneous higher current expenditure, which resulted in larger financial imbalances. There was an improvement of the financial result in the social security funds sub-sector and local government institution sub-sector. At the same time, the central government sub-sector deficit increased (to 48.2 billion PLN by 8.4 percentage points). The general government deficit reached 2,4 of GDP and the debt rose to 54.4% of GDP (1006,3 billion PLN). Belgium, Romania, the United Kingdom, France and Spain, only had a higher deficit. Germany, Sweden, Czech Republic, Greece, the Netherlands, Estonia, Lithuania and other countries recorded a surplus in the public finance sector. (NIK 2017, pp. 267-268) .
From 01 October 2017 the pensionable age was reduced -namely: to 60 years of age for women and 65 years for men. Based on the tentative calculations of the Social Insurance Company (ZUS) it appears that the financial effects of the implementation of the reform are likely to reach some 2 billion zlotys. The subsequent changes in the pension scheme should take place in 2018. There will be no limit with regard to insurance contributions. In addition, changes may take place in the second pillar based on Open Pension Funds managed by Powszechne Towarzystwa Emerytalne [Universal Pension Fund (Management) Companies]. Their assets are to be allocated between the Demographic Reserve Fund (25%) and Individual Retirement Security Accounts (IKZE) (75%). The contribution intended for the Open Pension Funds will go to the Social Insurance Company. OFE will take over the Employee Capital Plans. This will result in the growth of non-wage labor costs and is supposed to stimulate savings.
Conclusions
The public finance deficit is divided into deficits of entities constituting this sector. It focuses on the deficit of the state budget which acts as a regulatory body supplying other entities with public funds. In Poland, in recent years there has been an improvement of the economic situation in the country. This allowed for reducing the budget deficit of the general government sector from 4 % of GDP in 2013 to 3.3% of GDP in 2014 and 2.6% of GDP in 2015. In accordance with Article 126 of the Treaty on European Union (OJ 2004 no. 90 item 864/2) and provisions of Protocol 12 on the excessive deficit procedure (OJ C 326 of 26.10.2012, p.279), it was possible to maintain the deficit at the level of 3% of GDP. Whereas from 2016 we can observe an increase of the public debt, which is related to the increasing current expenditure and the debt of the government sector. The expenditure connected with the Family 500 plus Program and the lowering of the retirement age were of great importance for the state of public finances. They were offset against increases in tax revenue. However, the public finance sector deficit is close to the reference value of 3%.
In the years 2015 -2016, the nominal value of the public debt was affected by the weakening zloty. In 2017, a good economic situation and the strengthening of the zloty, allowed for reduction in value of the foreign debt by about 27 billion zlotys. According to the estimates of the Central Statistical Office, the public debt/GDP ratio will drop to 50,6 % in connection with the economic growth and the deficit /GDP ratio is estimated to achieve 1.7%.
In accordance with Eurostat and the European Commission data on the level of debt and deficit, one can clearly see the failure to exploit favorable economic conditions in Poland to improve the state of public finances. Despite the fastest GDP growth (4.6%), Poland has taken 6th place in terms of the level of the deficit/GDP ratio -following Ireland, (7.8%), Romania (6.9%.), Malta (6.6%), Slovenia (5%) and Estonia (4.9%.). Other countries of the European Union seek to exploit the economic situation to reduce debts. The surplus of the public finance sector was reported in the following countries: Malta (the largest (3.9% of GDP surplus), Cyprus (1.8 percent), Czech Republic (1,6 percent), Luxembourg, Germany, Sweden, The Netherlands, Denmark, Bulgaria, Greece, Croatia, Lithuania and Slovenia. The largest deficit/GDP ratio was recorded in Spain (-3,1 percent) and Portugal (-3%). On average in the European Union, the deficit to GDP ratio amounted to 1% (146,6 billion, i.e. almost 100 billion less than in 2016) According to GUS [Central Statistical Office] estimates, the public debt to GDP ratio after its growth from 51,1% in 2015 to 54.2%, in 2016 decreased to the level of 50,6 %. A decline in the public debt to GDP ratio between 2015 and 2017 year resulted from the increase of GDP that was much faster than the debt growth rate. According to Eurostat data concerning the size of the public debt to GDP ratio, the following countries are least indebted: Estonia (9,0 % of GDP), Luxembourg (23,0%), Bulgaria (25,4%), Czech Republic (34.6%), Romania (35,0%.) and Denmark (36.4%). On the other hand, Greece (178,6 %) is the most indebted country and is followed by: Italy (131,8%), Portugal (125.7%), Belgium (103.1%) and Spain (98.3%). The indicator for Poland amounted to 50,6 % and was slightly lower by 3.6 percentage points due to the high pace of the economic growth and the strengthening of the zloty.
